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I  INTRODUCTION 


Gruen  Gruen  +  Associates'   role  in  the  Residential  Zoning  Study 
has  been  to  provide  assistance  to  the  Department  of  City  Plan- 
ning in  evaluating  the  socio-economic  impacts  of  the  May  20 
zoning  regulations.     Our  work  plan  called  for  the  provision 
of  services  in  two  areas: 

1.  an  economic  analysis  of  the  impact  of  the  May  20  zoning 
upon  three  characteristics  of  the  housing  market  -  hous- 
ing production,  housing  costs,  and  land  values; 

2.  the  development  of  a  comprehensive  list  of  questions 
being  asked  or  likely  to  be  asked  by  representatives 
of  public  and  private  citizens  groups  concerning  the 
economic  impacts  of  the  revised  zoning  regulations,  along 
with  a  proposed  methodology  for  answering  them. 

In  this  report,  we  will  summarize  our  findings  and  the  approach 
utilized  in  completing  these  tasks.     The  development  and  imple- 
mentation of  a  methodology  to  fdrecast  the  likely  socio-economic 
impacts  of  the  zoning  change  upon  housing  production  has  been  a 
key  component  of  our  study.     The  developed  methodology  which 
is  described  in  this  report  provides  a  framework  for  answering 
the  questions  that  are  being  asked  by  citizen     groups  concerning 
the  economic  implications  of  the  revised  zoning  regulations. 
Our  implementation  of  the  methodology  for  two  test  areas  of  the 
City  and  the  general  analysis  we  did  in  developing  it  was  used 
to  make  general  predictions  of  the  economic  impact  of  the  pro- 
posed zoning  changes  on  housing  production,  housing  costs  and 
land  values. 
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In  Part  II  of  this  report,  we  will  present  our  methodological 
framework  that  we  have  developed  to  forecast  the  impacts 
of  the  change  in  zoning  regulations  and  discuss  its  potential 
future  use.     In  Part  III  we  will  present  the  data  obtained  in 
implementing  the  methodology  for  two  areas  of  the  city.  Finally, 
in  Part  IV,  we  will  present  our  analysis  of  the  change  in  zoning 
regulations  upon  the  three  characteristics  of  the  housing  mar- 
ket and  analyze  the  impacts  upon  characteristics  that  are  corol- 
lary to  these  three. 

II.      THE  METHODOLOGICAL  FRAMEWORK 
A.      GENERAL  APPROACH 

Gruen  Gruen  +  Associates   (GG+A)   has  undertaken  a  micro-economic 
approach  to  analyzing  the  impacts  of  the  zoning  change  upon 
the  San  Francisco  housing  market.     The  type  of  data  available 
to  us  to  perform  the  study  acted  as  an  important  discipline 
of  the  type  of  methodology  that  was  used.     We  relied  upon 
existing  data,  data  provided  by  the  Department  of  City  Plan- 
ning, and  primary  data  obtained  from  interviews  of  San  Francisco 
realtors  and  builders.     We  were,  therefore,  constrained  from 
using  an  approach  that  would  provide  spatially  detailed  quan- 
titative estimates  of  the  mix,  quantity,  rental  rates  and 
values  of  the  San  Francisco  housing  stock  likely  to  be  induced 
by  the  proposed  zoning  changes  because  it  would  require  more 
data  than  can  be  available  in  the  near  future.     Instead,  we 
have  designed  a  methodology  to  be  used  with  available  data 
which  provides  reasonably  accurate  forecasts  of  the  nature  and 
magnitude  of  most  of  the  major  changes  on  the  San  Francisco 
housing  stock.     We  used  a  small  number  of  housing  structure  proto- 
types and  seven  housing  submarkets  to  represent  the  large  num- 
ber of  different  possible  housing  types,  costs,  values  and 
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locations  existing  or  likely  to  be  built  under  the  pre-May  20 
and  May  20  zoning  regulations. 

The  methodological  framework  which  we  have  developed  could  be 
used  to  analyze  the  impacts  of  a  change  in  zoning  regulations 
upon  the  market  for  both  rehabilitated  housing  and  new  hous- 
ing in  San  Francisco.     The  assessment  of  both  of  these  types 
of  development  forms  the  foundation  of  a  base  case  forecast 
of  housing  production.     To  use  the  methodology  to  assess  the 
impacts  of  rehabilitated  housing,  one  could  develop  proto- 
typical examples  of  rehabilitated  structures  and  evaluate 
their  economic  feasibility  and  profitability  for  development 
under  both  zoning  conditions  in  the  same  way  that  prototypical 
examples  of  new  structures  would  be  evaluated.     While  this  can 
be  done  using  our  methodology,  our  work  plan  called  for  the 
*  evaluation  of  the  impacts  upon  new  construction  only.  Since 
the  potential  for  rehabilitation'  affects  the  value  of  exist- 
ing structures,  which  in  turn  affects  the  costs  of  building 
new  structures,  our  analysis  will  reflect  the  likelihood  that 
existing  units  will  be  retained  rather  than  replaced,  par- 
tially because  the  potential  for  rehabilitation  and  remodeling 
exists. 

Any  precise  forecast  of  the  city's  housing  future  under  the 
new  and  pre-May  2  0  zoning  should  also  consider  expected  future 
shifts  in  the  demand  for  units  of  different  types  as  estimates 
are  made  of  the  way  the  supply  of  housing  units  will  adjust  to 
the  legal  ground  rules  set  by  each  of  the  two  zoning  regula- 
tions.    But,  while  it  would  provide  a  great  deal  of  useful  in- 
formation, no  study  of  expected  future  shifts  in  the  demand 
for  housing  in  the  city  was  authorized.     Therefore,  the  micro- 
economic  analysis  that  GG+A  has  done  with  presently  obtainable 
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data  assumes  the  continued  existance  of  present  demand  pat-  * 
terns.     The  nature  of  these  present  demand  patterns  has  been 
inferred  from  the  rents  and  prices  that  apply  to  housing  units 
of  different  types  in  alternate  submarket  areas  of  the  city. 
These  price  and  rent  estimates  were  obtained  by  the  inter- 
views we  conducted  with  realtors  and  builders.     As  more  data 
becomes  available  in  the  future,   however,   the  methodology  can 
be  used  in  providing  more  detailed  and  comprehensive  estimates 
of  the  impacts. 

B.     THE  METHODOLOGY 

An  impact  of  a  new  zoning  ordinance  is  the  difference  between 
the  results  that  would  follow  from  its  application  and  the 
results  that  would  follow  from  a  continuation  of  the  pre- 
existing zoning  ordinance.     In  other  words,  impacts  are  the 
changes  brought  about  by  a  particular  action;   in  this  case, 
the  adoption  of  the  new  residential  zoning  provisions.  As 
discussed  earlier,  we  will  analyze  the  economic  impact  upon 
three  characteristics  of  the  housing  market: 

1.  the  ability  to  produce  new  housing  in  San  Francisco, 
particularly  for  households  with  disadvantaged  per- 
sons ; 

2.  the  rental  costs  and  housing  costs  for  both  existing 
and  new  housing;  and 

3.  land  values  and  property  taxes. 

In  addition  to  these  three  impacts,  we  have  identified  addi- 
tional impacts  that  are  corollary  to  these  three  and  which  are 
likely  to  be  of  interest  to  concerned  public  and  private  citi- 
zens in  San  Francisco.     These  additional  impacts  are  analyzed 
in  whole  or  in  part  as  a  consequence  of  the  analysis  which  was 
undertaken  to  assess  the  first  three  impacts.     These  additional 
impacts  are  listed  in  the  form  of  questions  in  Appendix  A.  Also 
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listed  in  Appendix  A  are  six  additional  questions  concerning  the 
economic  impacts  of  the  revised  zoning  regulations  which  are  likely 
to  be  asked  by  representatives  of  public  and  private  citizen  groups. 
Our  study  will  not  analyze  the  impacts  posed  by  these  questions 
■    because  it  would  require  additional  data  and  a  study  of  demand 
relationships,  which  is  not  called  for  in  our  contract. 

To  analyze  the  first  impact  concerning  the  effect  of  the 
zoning  changes  upon  the  productior.  of  new  housing,  we  eval- 
uated the  difference  that  the  change  in  zoning  regulations 
would  have  upon  the  potential  for  new  construction.  Our 
methodology  relied  on  the  simple  assumption  that  a  new  unit 
of  a  given  type  on  a  particular  site  eventually  would  be 
built  if  the  following  three  conditions  prevailed: 

1.  the  new  structure  could  be  legally  and  physically 
put  on  the  site; 

2.  the  total  value  of  the  new  structure,   after  con- 
struction, exceeded  the  total  cost  of  acquiring  the 
site  and  constructing  the  building.     In  other  words, 
the  production  of  the  new  structure  was  economically 
feasible;  and 

3.  no  other  legally  and  physically  feasible  structure 
could  be  constructed  on  the  site  so  as  to  widen  the 
gap  between  total  costs  and  total  value.     That  is, 

the  structure  under  consideration  was  the  most  profit- 
able type  of  feasible  building  that  could  be  put  on 
the  site  being  considered. 

Given  these  assumptions,  the  housing  production  impact  of  the 
zoning  change  was  estimated  by  comparing  the  economic  feasi- 
bility and  profitability  of  producing  units  of  different  types 
under  the  pre-existing  zoning  with  their  feasibility  and 
profitability  under  the  new  zoning.  .  Extremely  accurate  and 
spatially  detailed  estimates  of  future  housing  production  could 
have  been  developed  if  cost  and  value  data  were  developed  for 
each  area  of  the  city  in  which  costs  and  values  are  likely  to 
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vary  for  each  of  the  types  of  structures  that  could  legally 
be  constructed  under  the  two  sets  of  zoning  provisions  being 
considered.     But,   since  such  detailed  data  is  difficult  to 
obtain,  we  have  used  a  two-stage  approach  that  provided  gen- 
eral indications  of  the  type  and  scale  of  production  likely 
to  take  place  under  the  two  zoning  conditions. 

In  the  first  stage  of  the  analysis,  the  type  of  housing  struc 
ture  that  was  the  most  likely  structure  to  be  built  in  each 
zoning  district  was  determined  for  both  zoning  conditions. 
The  outcome  of  this  stage  was  a  set  of  housing  structure  pro- 
totypes, one  for  each  zoning  district  for  each  zoning  regula- 
tion.    A  variety  of  housing  structure  types  were  used  which 
could  be  constructed  under  various  zoning  districts  of  both 
zoning  conditions.     These  were  developed  by  the  architect, 
Dan  Solomon.     Nineteen  types  were  developed  in  all,  ranging 
in  size,  density  and  character.*    The  density  of  these  struc- 
tures ranges  from  a  single  dwelling  unit  per  lot  to  12  units 
per  lot.     A  diagram,   floor  plan  and  description  of  each  struc 
ture  type  is  in  Appendix  B.     Also  used  in  this  stage  was  in- 
formation obtained  from  the  San  Francisco  Department  of  City 
Planning  indicating  the  zoning  district (s)   of  both  the  pre- 
May  20  and  May  20  zoning  conditions  in  which  each  structure 
type  is  permitted  to  be  constructed.     Table  1  summarizes  the 
structure  types  which  are  allowed  in  each  zoning  district  of 
the  pre-May  20  and  the  May  20  zoning  regulations. 

*Eight  of  an  original  twenty-seven  structural  types  were  eliminated  during 
the  study.     To  avoid  confusion,  the  numbers  assigned  to  the  remaining 
structures  remained  the  same,  although  the  number  of  structures  totals 
nineteen. 
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Information  obtained  from  interviews  of  realtors  and  builders 
was  used  as  one  input  for  estimating  the  most  likely  structure 
to  be  constructed  in  each  zoning  district  for  a  particular 
area  of  the  city.     For  different  areas  of  the  city,  several 
realtors  were  interviewed  to  obtain  an  estimate  of  the  market 
value   (or  capitalized  rental  value}   of  each  structure  type  if 
it  were  sold  on  the  market  as  a  new  structure.     Several  builders 
were  interviewed  to  obtain  an  estir.ate  of  the  cost  of  building 
and  financing  the  construction  of  each  structure.     The  dif- 
ference between  the  market  value  of  the  structure  and  the  cost 
of  constructing  the  structure,   including  financing,   is  equal 
to  an  amount  called  the  residual  land  value.     This  value  is 
the  maximum  allowable  amount  that  a  developer,  who  is  construct- 
ing and  selling  the  structure,   could  afford  to  pay  for  the  site 
on  which  the  building  is  constructed.     For  each  zoning  district, 
the  structure  that  we  identified  as  being  the  most  likely  to 
be  built  is  the  one  having  the  greatest  residual  land  value. 
We  have  defined  this  structure  as  the  prototypical  structure 
for  a  particular  zoning  district. 
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In  phase  2  of  the  analysis,  the  economic  and  legal  feasibility 
of  building  each  prototype  for  the  pre -May  20  and  May  20  zoning 
conditions  was  evaluated.     A  prototype  is  legally  feasible  to 
construct  in  a  particular  area  if  the  zoning  district  which 
the  prototype  represents  is  assigned  to  the  area  according  to 
the  zoning  regulations  under  consideration. 

It  is  economically  feasible  to  construct  a  prototype  on  a  par- 
cular  site  if  the  market  value  of  the  structure  is  greater  than 
the  costs  of  construction,   financing,  and  acquiring  the  site  on 
which  the  prototype  is  to  be  built.     Since  most  sites  in  San 
Francisco  are  already  occupied,   the  cost  of  acquiring  a  site 
usually  includes  the  cost  of  the  land,  the  cost  of  purchasing 
an  existing  building  on  the  site,  plus  costs  of  demolition  and 
site  preparation.     Site  costs  vary  according  to  the  type  of 
unit  occupying  the  site.     It  is  generally  the  case  that  the 
acquisition  of  a  site  having  a  low  density  structure  on  it  is 
less  expensive  than  the  acquisition  of  sites  with  higher  den- 
sity structures.     Estimates  of  the  cost  of  purchasing  structures 
of  varying  types  in  a  particular  area  were  obtained  from  inter- 
views of  realtors  familiar  with  the  area.     Estimates  of  demo- 
lition costs  and  site  preparation  costs  were  obtained  from 
interviews  of  builders.      A  shorthand  way  to  determine 

the  economic  feasibility  of  constructing  a  prototype  on  a  par- 
ticular site  is  to  compare  the  residual  land  value  for  the  pro- 
totype to  the  cost  of  the  site.     When  the  residual  value  is 
greater  than  the  cost  of  acquiring  the  site,  then  it  is  econom- 
ica-ly  feasible  to  construct  the  prototype  on  that  site.  Thus, 
in  phase  2,   for  each  area  under  consideration,   each  prototype 
is  first  evaluated  for  legal  feasibility  and  then  for  economic 
feasibility  on  sites  of  varying  costs.     By  comparing  the  devel- 
opment and  replacement  feasibility  for  the  two  zoning  conditions, 
one  can  determine  the  direction  of  the  impact  upon  housing  pro- 
duction resulting  from  the  May  20  zoning  changes. 
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While  this  two-stage  analysis  can  be  performed  for  all  areas 
of  the  city,   it  is  possible  to  apply  it  to  a  few  areas  and 
then  estimate  the  direction  of  impact  upon  the  rest  of  the 
city,  based  upon  information  concerning  the  nature  of  San 
Francisco  housing  submarkets.     This  approach  relies  on  the 
basic  assumption  that  there  are  a  small  number  of  housing  sub- 
market  areas  in  San  Francisco  within  which  the  rental  values 
or  sales  price  for  the  same  type  of  structure  is  approximately 
the  same.     A  map  designating  the  approximate  boundaries  of 
these  submarket  areas  was  developed  by  several  San  Francisco 
realtors  and  is  shown  in  Map  1  below.     Therefore,  by  inter- 
viewing a  few  realtors  and  builders  concerning  market  values 
of  different  types  of  structures  in  one  area,  one  can  deter- 
mine the  approximate  rental  values  of  the  structures  in  all 
other  areas  which  have  the  same  housing  submarket  designation. 
Thus,  by  utilizing  the  two-stage , analytical  approach  for  each 
housing  submarket  area,   it  is  possible  to  determine  the 
economic  feasibility  of  development  on  a  city-wide  level. 

This  framework  which  we  have  established  to  measure  the  city- 
wide  impacts  of  the  zoning  changes  utilizes  a  housing  submarket 
map  which  can  be  tested  for  accuracy  and  altered  as  the  method- 
ology is  implemented  in  various  areas  of  the  city.     As  the 
reader  will  learn  in  part  III  of  this  report,  we  found  this  to 
be  the  case  when  we  implemented  the  methodology  in  two  test 
areas  of  the  city.     We  learned  that  census  tract  109  and  census 
tract  3  27  do  not  both  have  the  same  medium  high  rent  levels  as 
indicated  by  the  housing  submarket  map.     Census  tract  109,  we 
found,   should  actually  have  been  assigned  a  high  rent  level, 
submarket  2  designation. 


Approximations  of  the  magnitude  of  the  impact  upon  housing 
production  resulting  from  the  chance  in  zoning  regulations 
can  be  developed  by  estimating  the  number  of  feasible  sites 
that  exist  under  the  old  and  new  zoning  map  for  each  proto- 
typical structure.     This  process  draws  upon  data  provided 
by  the  Department  of  City  Planning  concerning  the  number  of 
vacant  lots  and  the  number  of  existing  units  of  varying  den- 
sities by  zoning  district.     Once  the  impacts  upon  housing 
production  have  been  estimated  using  the  methodological  frame' 
work  outlined  above,  one  can  estimate  the  impacts  of  the 
zoning  change  upon  housing  costs,  housing  rents,   land  values 
and  tax  assessments. 

III.      TWO  SAMPLE  CENSUS  TRACTS 

In  part  III  of  this  report,  we  will  present  and  discuss  the 
outcome  of  a  test  case  that  was  performed  using  our  method- 
ology to  estimate  the  nature  and  extent  of  the  impact  upon 
potential  housing  production  resulting  from  the  change  in 
zoning  regulations.     Two  areas  of  the  city  were  selected  for 
the  test  case:  census  tract  327  in  the  Sunset  District,  and 
census  tract  109  in  the  Russian  Hill  area.     These  areas  can 
be  located  on  Map  1  on  page  12.       These  two  areas  were  chosen 
for  two  reasons.     First,  because  the  two  areas  were  assigned 
the  same  housing  submarket  designation,  we  would  be  able  to 
test  the  accuracy  of  the  housing  submarket  map.  Second, 
because  the  change  in  zoning  districts  in  each  area  led  us 
to  expect  a  different  level  of  impact  in  the  two  areas,  it 
would  test  the  validity  of  our  methodological  framework  to 
measure  the  impacts  of  zoning  changes. 


-  11  - 


MAP  1 

First  Approximation  of 
Relative  Rents  in  San  Francisco  Housing : Submarkets* 


1970  CENSUS  TRACTS 


1  -  Premium  High  Rent 

2  -  High  Rent 

3  -  Medium  High  Rent 

4  -  Medium  Rent 

5  -  Medium  Low  Rent 

6  -  Low  Rent 

7  -  Lowest  Rent 


*Housing  submarket  boundaries  adjusted  to  conform  to  census  tract  boundaries. 

-  12  - 


^^l_^-^-i^l^_C^  P    A     P    ~T*    t\  .1    C    N I    ~T*  ^  ^    ,    T    ^  P    ,       ft     N,    M    ,  M_a 


To  obtain  the  market  value  of  each  type  of  new  structure  and 
of  existing  structures,  two  realtors  were  interviewed  concern- 
ing the  Sunset  area  and  three  realtors  were  interviewed  con- 
cerning Russian  Hill.     Three  builders  were  interviewed  to 
obtain  information  concerning  the  cost  of  constructing  each 
of  the  structure  types,  the  cost  of  demolition  of  existing 
structures,  and  the  cost  of  site  preparation.     Using  this 
information,   a  prototype  was  selec-ed  for  each  zoning  district 
of  both  zoning  conditions  for  the  Sunset  and  Russian  Hill 
tracts,  based  upon  the  residual  value  obtained  for  each  type 
of  structure. 

Tables     2  and     3  illustrate  how  we  estimated  which  structure 
would  be  the  one  that  would  most  likely  be  built  in  each  of 
the  zoning  districts  of  the  Sunset  census  tract.     First,  the 
residual  values  of  the  structure  types  that  are  allowed  to  be 
built  in  a  zoning  district  were  compared  in  order  to  choose 
the  one  with  the  greatest  value.     For  example,  as  shown  in 
Table  1,   structures  1,  2,   4,   6  and  7  are  all  single-family 
structures  that  are  allowed  to  be  built  in  an  R-l  district 
under. the  pre-May  20  zoning  regulations  and  in  an  RH-1  dis- 
trict under  the  May  20  zoning  regulations.     Of  these  structures, 
number  4  has  the  greatest  residual  value,   $24,025.  Therefore, 
structure  4  is  chosen  as  the  prototype  for  the  R-l  and  RH-1 
zoning  districts  of  the  Sunset  census  tract,  as  shown  in 
Table     3.     Estimates  of  site  costs  resulting  from  the  replace- 
ment of  existing  uses  in  the  Sunset  are  shown  in  Table    4  . 
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TABLE  2 


Estimate  of  Sales  Price,  Construction  Cost 
&  Residual  Land  Value  by  Type  of  Structure 
 Sunset  District,   Census  Tract  327  


Type  of 
Structure 

1 
2 
4 
6 
7 


Sales 
Price  ($) 

73,750 
86,250 
77, 500 
91,250 
92,500 


Construction 
Cost  ($) 

53,590 
76,245 
53,475 
83, 950 
81,420 


Residual 

Land 
Value  ($) 

20,160 
10,005 
24,025 
7,300 
11,080 


10 
11 
12 
14 


130, 000 
138, 500 
153, 500 
154,000 


105,685 
119,370 
120,405 
125,695 


24,315 
19,130 
33, 095 
28,305 


15 
16 
17 
19 
20 
22 
24 


375,000 
160,000 
190, 000 
177,000 
190, 000 
180, 000 
195, 000 


370,760 
131,445 
161,805 
130,100 
143,120 
142,715 
162,035 


4,240 
23,555 
28,195 
46, 900 
41,830 
37,285 
32,965 


25 
26 
27 


210, 000 
250, 000 
405,000 


191,245 
202,170 
333,500 


18,755 
47,330 
71,500 


Source:     Interviews  conducted  by  Gruen  Gruen  +  Associates. 
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TABLE  3 


Prototypes  Most  Likely  to  be  Built  in 
Each  Zoning  District  Under  Pre -May  20 
and  May  20  Zoning  Conditions 
Sunset  District ,  Census  Tract  327 


Zoning     .                     Zoning  Maximum  Resi- 

Condition                    District                  Prototype  dual  Land  Value 

Pre-May  20                       R-l  4  24,025 

R-2  12  33,095 

R-3  19  46,900 

R-3.5  26  47,830 

R-4  27  71,500 

R-5  27  71,500 


May  20  RH-1  4  24,025 

RH-2  12  33,095 

RH-3  19  46,900 

RM-1,  RA-1, 

R-C-l  19  46,900 

RM-2,  RA-2, 

R-C-2  19  46,900 

RM-3,4 

RA-3,4  27  71,500 

R-C-3,4 

Source:   Interviews  conducted  by  Gruen  Gruen  +  Associates 
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Estimate  of  Site  Costs  Resulting  from 

the  T-:e  placement  of  Existing  Uses  in 
the  Sunset  District,    Census  Tract  327 


Sales 

Existing  Use      Price  ($) 


Single-Family, 
Row 

Single-Family, 
Detached 

Two  Units 

Three-Four 
Units 

Five-Nine 
Units 

Ten  Units 


59, 000 

59,000 
71,000 

96, 000 

190, 000 
225,000 


Demolition 
Cost  ($) 


3,000 

3,000 
5,000 

5,  000 

7,  000 
7,  000 


Site 
Preparation 
Cost  ($) 


2,000 


2,000 
2,000 

2,000 

2,000 
2,000 


Total 

Site 

Cost 


66,000 

66,000 
80,000 

105,000 

201,000 
234,000 


Source:     interviews  conducted  by  Gruen  Gruen  +  Associates. 
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To  determine  which  zoning  districts  are  allowed  in  each  census 
tract  according  to  the  pre-May  2  0  and  the  May  2  0  zoning  regu- 
lations, we  referred  to  a  table  that  was  drawn  up  by  the 
Department  of  City  Planning.     This  is  shown  in  Table     5.  As 
indicated,   R-l,   R-2  and  R-3  zoning  districts  are  allowed  under 
the  pre-May  2  0  zoning  and  RH-1,   RB-2,   RM-1  and  R-C-l  are 
allowed  under  the  May  20  zoning.     3y  comparing  the  residual 
land  value  for  each  allowable  prototype  to  the  different  site 
costs,  we  estimated  the  economic  feasibility  of  constructing 
each  of  the  prototypes  in  the  Sunset  census  tract.     The  out- 
come of  this  analytical  process  is  shown  in  Table  6. 
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Using  data  provided  by  the  Department  of  City  Planning  on  the 
number  of  vacant  lots  and  existing  structures  on  lots  by  zon- 
ing district,  we  were  able  to  estimate  the  number  of  feasible 
sites  on  which  prototypical  structures  could  be  constructed 
under  the  pre-May  20  an^  May  20  zoning  conditions.     This  data 
is  shown  in  Table  7.    ,     Since  we  find  that  it  is  feasible  to 
construct  only  two  units  of  the  structure  type  4  under  both 
zoning  conditions,  the  impact  upon  housing  production  in  the 
Sunset  census  tract  area  is  zero.     This  is  shown  in  Table  3. 
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Tables     9  through     14  present  the  same  steps  followed  for 
Russian  Hill  as  were  followed  for  Sunset.*     It  is  interesting 
to  note  that,  contrary  to  previous  belief,  the  market  value 
of  the  structures  in  Russian  Hill  are  not  similar  to  those  in 
the  Sunset  area.     The  data  presented  here  leads  us  to  believe 
that  this  Russian  Hill  census  tract  area  should  actually  be 
designated  housing  submarket  2.     It  is  also  interesting  to 
note  that  there  is  a  significant  change  in  the  number  of  hous- 
ing units  that  would  be  constructed  under  the  two  zoning  con- 
ditions in  the  Russian  Hill  census  tract.  Approximately 
1,179  fewer  housing  units  would  be  eventually  constructed  in 
this  area  under  the  May  20  zoning  regulations  than  under  the 
pre-May  20.  zoning  regulations.     It  is  important  to  recognize 
in  interpreting  this  data,  however,  that  the  estimates  of  hous- 
ing production  obtained  are  based  upon  average  estimated 
values  of  sales  prices,  construction  costs  and  site  costs. 
Thus,  there  may  be  a  small  number  of  cases  which  may  not  behave 
as  forecast.     For  example,  we  have  determined  that  the  average 
site  cost  for  a  2-unit  structure  located  in  an  R-5  zoning  dis- 
trict under  the  pre-May  20  zoning  condition  would  be  replaced 
by  a  structure  characterized  by  the  type-27  prototype  which 
has  a  residual  value  of  $120,580.     If,  however,  there  were  a 
2-unit  structure  having  a  site  cost  of  $122,000,  then  that 
particular  structure  would  not  be  replaced.     However,  because 
our  estimates  are  based  upon  averages,  we  expect  that  these 
outlying  effects  will  compensate  each  other. 

*Due  to  the  extreme  variation  in  the  topography,  soil  conditions  and  density 
of  the  area,  causing  increased  difficulty  of  construction,  a  factor  of  12% 
was  added  to  construction  costs  in  the  Russian  Hill  area. 
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In  summary,  then,  the  data  presented  here  for  the  two  test 
areas,  Russian  Hill  and  Sunset,  confirm  our  previous  expec- 
tations of  the  direction  and  magnitude  of  impact  upon  housing 
production  and  provides  a  good  illustration  of  the  implemen- 
tation of  our  methodology. 
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TABLE  9 


Estimate  of  Sales  Price,  Construction  Cost 
&  Residual  Land  Value  by  Type  of  Structure 
Russian  Hill,  Census  Tract  109 


Type  of 
itructure 

1 
2 
4 
6 
7 


Sales 
Price  ($) 

92,400 
115, 500 

99,000 
132,000 
118,800 


Construction 
Cost  ($) 

60,020 
35,390 
59,890 
94,025 
91,190 


Residual 

Land 
Value  ($) 

32, 380 
30,110 
39,110 
37,975 
27,690 


10 
11 
12 
14 


171,600 
178,200 
204,600 
171,600 


118,365 
133,695 
134,855 
140,780 


53,235 
44,505 
69,745 
30,820 


15 
16 
17 


514,800 
207,900 
237,600 


415,251 
147,220 
181,220 


99,550 
60,680 
56,380 


19 
20 
22 
24 


191,400 
247,500 
224,400 
244,200 


145,710 
165,895 
15  9,84  0 
181,480 


45,690 
81,605 
64,560 
62, 720 


25  277,200 

26  290,400 

27  494,100 


214,195  63,005 
226,430  68,970 
373,520  120,580 


Source:     Interviews  conducted  by  Gruen  Gruen  +  Associates. 


TABLE  10 


Estimate  of  Site  Costs 
When  Replacing  Existing  Uses 
Russian  Hill,  Census  Tract  109 


Sales 

Existing  Use       Price  ($) 


Demolition 
Cost 


Site  Total 
Preparation  Site 
Cost  Cost 


Single-Family , 
Row 

Single-Family, 
Detached 


Two  Units1 

Three-Four 
Units 

Five-Nine 
Units 

Ten  Units 


70, 000 

72,000 
97, 000 

120,000 

200,000 
230,000 


4,000 

4,000 
6,500 

6,500 

9,000 
9,000 


4,  000 

4,000 
4,000 

4,000 

4,000 
4,000 


73,000 

80,000 
107,500 

130,500 

213,000 
243,000 


Estimated  average  of  sales  price  of  two-unit  flats  and  apartments, 


Source:     Interviews  conducted  by  Gruen  Gruen  +  Associates. 
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TABLE  11 


Prototypes  Most  Likely  to  be  Built  in 
Each  Zoning  District  Under  Pre-May  20 
and  May  2  0  Zoning  Conditions 
Russian  Hill,  Census  Tract  109 


Zoning                                Zoning  Maximum  Resi- 

Condition                          District  Prototype  dual  Land  Value 

($) 

Pre-May  20                            R-l  4  39,110 

R-2  12  69,745 

R-3  201  81,605 

R-3.5  201  81,605 

R-4  27  120,580 

R-5  27  120,580 


May  20                                   RH-1  4  .39,110 

RH-2  12  69,745 

RH-3  201  81,605 
RM-1,  RA-1, 

R-C-l  201  81,605 
RM-2,  RA-2, 

R-C-2  20  81,605 
RM-3,4 

RA-3,4  27  120,580 
R-C-3,4 


1While  structure  type  number  15  had  the  maximum  residual  land  value  for  this  group, 
it  was  not  chosen  as  the  prototype  for  this  zoning  district  because  it  occupies 
two  lots.     In  this  case,  the  site  cost  would  be  twice  as  much,  thus  making  con- 
struction of  such  a  structure  economically  infeasible. 


Source:     Interviews  conducted  by  Gruen  Gruen  +  Associates. 
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IV.      EVALUATION  OF  IMPACTS 


A.      IMPACT  ON  HOUSING  PRODUCTION 

The  result  of  applying  the  methodology  described  above  to  two 
San  Francisco  test  areas  cannot  be  used  to  predict  the  magni- 
tude of  the  impact  that  changed  zoning  would  have  on  housing 
production  in  the  entire  city  throughout  all  future  years. 
But  these  results  do  provide  insight  into  the  nature  and  dir- 
ection of  the  impact  of  the  new  residential  zoning  regulations 
on  the  ability  of  the  private  housing  market  to  produce  new 
housing  in  San  Francisco,  particularly  for  disadvantaged  house- 
holds.    That  is,  the  work  GG+A  has  done  with  the  City  of  San 
Francisco  Planning  Department  has  provided  an  answer  to  the 
first  question  posed  at  the  start  of  our  study. 

The  impact  of  the  zoning  change  on  housing  production  varies 
significantly  between  the  many  neighborhoods  that  form  differ- 
ing housing  submarkets  in  San  Francisco.     During  the  course  of 
our  work,  we  identified  several  questions  that  were  being  asked 
by  the  public  and  that  were  corollary  to  the  basic  three  ques- 
tions that  our  work  was  trying  to  answer.     As  indicated  earlier, 
these  questions  are  listed  as  numbers  4  through  9  in  Appendix  A 
of  this  report.     Insight  into  the  impact  of  the  new  residential 
zoning  regulations  on  housing  production  can  be  gained  by 
answering  these  corollary  questions.     Question  4  asks  "What 
type  of  units  will  be  built  under  the  pre-existing  and  proposed 
new  zoning?".     Table  15  below  draws  upon  the  work  that  has  been 
done  to  approximate  the  site  price  that  can  be  paid  by  builders 
of  different  types  of  structures  in  one  area  of  the  Russian  Hill 
district.     The  table  points  out  the  well  known  phenomenon  that 
developers  of  higher  density  units  can  afford  to  pay  more  for 
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TABLE  15 


Approximate  Site  Price  That  Can  be  Paid  by 
Builders  of  Differing  Types  of  Structures 
in  One  Area  of  the  Russian  Hill  District 


Proto-  Approximate 

type  #   Type  of  Structure   Site  Price 

4  Single-Family  Row  House  $39,110 

12  Two  Tandem  Townhouse s  69,745 

20  Three  Conventional  Flats  81,605 

27  Twelve-Unit  Apartment  Bldg.  120,580 


Source:  Gruen  Gruen  +  Associates  and 
Interviews  of  San  Francisco 
Realtors  and  Builders. 
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sites  than  can  developers  of  lower  density  units.     While  all 
of  the  structural  types  listed  on  Table  15   could  be  built  on 
a  vacant  lot,  only  the  builders  of  the  higher  density  struc- 
tures can  afford  to  purchase  existing  units  on  the  market  and 
then  demolish  them  in  order  to  prepare  sites  for  their  struc- 
tures.    Thus,  the  type  of  units  most  likely  to  be  built  in 
San  Francisco,  when  they  replace  existing  structures,  are 
those  listed  in  Table  15  as  type  numbers  20  and  27. 

Corollary  question  5  asks  what  type  of  units  that  are  already 
built  will  be  removed  or  rehabilitated  under  the  pre-existing 
and  proposed  new  zoning.     To  answer  this,  one  must  know  the 
costs  of  purchasing  sites  with  structures  of  differing  types 
on  them.     Site  costs  for  the  same  area  of  the  Russian  Hill 
District  are  shown  in  Table  16.   A  comparison  of  site  prices 


TABLE  16 


Cost  of  Purchasing  Sites  for  Construction 

of  New  Structures  by  Type  of  Structure 
 to  be  Replaced  


Existing  Structu: 
to  be  Replaced 


ire 


Site  Cost 


Single-Family  Row  House 
Single-Family  Detached  House 
Two  Unit  Structure 
Three-Four  Unit  Structure 
Five-Nine  Unit  Structure 
Ten  Unit  Structure 


$78,000 
80,000 
107,500 
130,500 
213,000 
243,000 


Source:  Gruen  Gruen  +  Associates  and 
Interviews  of  San  Francisco 
Realtors  and  Builders. 
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and  costs  in  Tables  15  and  16  indicates  that  it  is  single- 
family  structures  and  two-unit  structures  that  are  most  likely 
to  be  removed  for  new  construction  of  the  higher  density  types 
discussed  above,   if  such  new  construction  is  permitted  under 
the  zoning  act.     The  new  pre-proposed  zoning  is  much  more 
restrictive  in  terms  of  the  higher  density  units  that  it 
allows  to  be  built  than  was  the  pre-existing  zoning.  There- 
fore, we  can  expect  to  see  fewer  single-family  and  two-unit 
dwellings  torn  down  under  the  new  zoning  than  we  would  have 
under  the  old.     In  some  cases,  this  will  mean  that  units  that 
would  have  been  torn  down  will  instead  be  rehabilitated  under 
the  proposed  new  zoning.     It  means,  however,  that  if  the 
economics  of  the  particular  neighborhood  do  not  encourage 
rehabilitation,  the  likelihood  that  the  same  unit  will  be 
demolished  and  replaced  with  a  high  density  structure  is 
lessened  under  the  proposed  new  zoning. 

Corollary  question  6  asks  "What  is  the  approximate  scale  of 
additions  to  the  city's  housing  stock  likely  to  be  made  over 
the  next  two  decades  under  the  pre-existing  and  proposed  new 
zoning?".     As  indicated  before,  a  full  answer  to  this  question 
could  not  be  developed  unless  all  of  the  areas  in  the  city 
with  the  rents  and  market  prices  for  structures  sufficiently 
high  to  make  new  construction  feasible  are  analyzed.     It  is 
clear,  however,  that  the  proposed  new  zoning  will  result  in 
fewer  additions  to  the  city's  housing  stock  simply  because 
fewer  sites  are  zoned  for  the  type  of  higher  density  struc- 
tures that  are  most  likely  to  be  built. 

Corollary  question  7  asks  "What  is  the  feasibility  of  building 
moderate  income  housing  units  under  the  pre-existing  and  pro- 
posed new  zoning?".     The  answer  to  that  question  is  quite 
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clear.     Under  neither  the  pre-existing  nor  the  proposed  new 
zoning  is  it  feasible  for  the  private  market  to  build  moderate 
income  housing  units.     Table  17  indicates  the  minimum  price  of 
structures  and  rents  per-unit  for  structures  that  can  feasibly 
be  built  on  $2  0,000  sites  in  San  Francisco.     We  are  not  suggest- 
ing here  that  there  are  many  lots  or  sites  that  can  be  purchased 


TABLE  17 

Minimum  Price  of  Structures  and  Rent  Per  Unit 
For  Structures  That  Can  Feasibly  Be  Built  on 
a  $20, 000  Site  in  San  Francisco  


Prototype                  Type  of  Structure                      Unit  Rent 

Number   Structure   Value                           Per  Month 

4               Single-Family  Row  $73,475  $430 

12               Tandem  Townhouse,  3-BR                      140,405  420 

19               3-Unit  Structure  150,100 

3-Bedroom  350 

2-Bedroom  260 

1-  Bedroom  225 
27               12-Unit  Structure  353,500 

2-  Bedroom  255 
1-Bedroom  225 


Source:  Interviews  of  San  Francisco  Realtors 
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for  $2  0,000.     Furthermore,   in  many  cases,   such  lots  can  only 
be  developed  for  structures  whose  units  will  rent  for  less 
than  that  indicated  as  the  minimum  required  rents  that  would 
permit  construction  to  be  feasible.     What  the  table  does  show, 
however,   is  that  construction  costs  are  already  high  enough  to 
preclude  the  possibility  of  the  development  of  market  housing 
that  can  be  offered  for  rent  or  sale  to  moderate  income  house- 
holds.    Thus,  the  market  is  not  likely  to  produce  new  housing 
for  moderate  income  families,  regardless  of  what  zoning  policy  . 
is  adopted  by  the  City  of  San  Francisco. 

B.      IMPACT  ON  RENTAL  AND  HOUSING  COSTS 
OF  EXISTING  AND  NEW  STRUCTURES 

The  second  question  to  be  answered  by  the  study  was  "What  is 
the  impact  of  proposed  new  zoning  regulations  on  rental  and 
other  housing  costs  for  both  existing  and  new  housing?".  San 
Francisco  obviously  continues  to  be  a  desirable  place  to  live. 
Vacancy  rates  have  continued  to  be  low  and  both  rents  and  prices 
have  continued  to  rise.     For  some  time  they  did  not  rise  in  many 
neighborhoods  as  quickly  as  construction  costs  and  interest 
costs  rose.     Therefore,  there  was  a  period  during  which  the 
construction  of  new  units  was  dampened  by  factors  other  than 
the  availability  of  construction  sites.     However,  over  the  long 
run,  the  availability  of  sites  for  new  construction,   in  neigh- 
borhoods where  the  market  rents  and  prices  that  can  be  earned 
by  new  units  are  high  enough  to  make  such  construction  feasible, 
is  the  largest  single  constraint  on  new  housing  construction  in 
San  Francisco.     The  proposed  new  zoning  regulations  effectively 
make  such  sites  scarcer  by  reducing  the  density,  and  therefore 
the  price,  that  would-be  builders  of  new  units  can  pay  for 
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existing  units  that  they  intend  to  demolish.     The  new  struc- 
tures would  contain  more  units  than  the  structures  that  their 
would-be  builders  would  demolish;   the  net  result  of  the  proposed 
new  zoning  regulation,  when  taken  by  itself,   is  to  decrease  the 
amount  of  units  that  will  be  added  to  the  San  Francisco  housing 
stock  in  the  future. 

Corollary  question  8  asks  "How  does  the  construction  of  the 
new  housing  under  both  the  pre-existing  and  proposed  new  zoning 
regulation  affect  housing  rent  and  value  levels  of  existing 
units?     How  does  that  vary  according  to  the  type  of  units  con- 
structed?"    Additions  to  the  supply  of  any  heavily  demanded 
product  tend  to  retard  the  growth  in  the  price  or  rent  of  that 
product.     Housing  is  no  exception  to  this  rule.     Therefore,  our 
prediction  that  the  proposed  new  zoning  regulation  will  slow  the 
addition  of  new  units  to  the  existing  housing  stock  carries  a 
corollary  forecast  that  suggests  the  proposed  new  zoning  regula- 
tion works  indirectly  to  intensify  the  pressures  for  rising  rents 
and  housing  prices  in  San  Francisco.     This  is  not  to  say  that  the 
city  could  not  take  other  actions  to  offset  this  effect.  The 
city  could,  for  example,   encourage  the  development  of  housing  in 
neighborhoods  that  currently  do  not  provide  sites  for  housing,  as 
in  the  northern  waterfront  area. 
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The  fact  that  moderate  and  low  income  housing  cannot  be  pro- 
vided by  new  market  construction  is  not  unexpected.     In  fact, 
most  low  and  moderate  income  households  have  always  obtained 
housing  by  living  in  structures  that  were  built  for  some  higher 
income  households.     The  jargon  of  the  housing  economist  states  that 
the  low  and  moderate  income  segment  of  the  American  population 
have  lived  in  houses  that  have  "filtered"  down,  although  they 
were  built  for  higher  income  households.     Over  time,   such  units 
have  decreased  in  relative  price  to  be  available  for  low  and 
moderate  income  households.     If  the  decrease  in  price  is  not 
accompanied  by  a  decrease  in  quality,   such  filtration  can  be 
extremely  beneficial.     However,  to  preclude  the  decrease  in 
quality,   there  must  be  a  choice  for  low  and  moderate  income 
households,   so  that  they  can  insist  upon  quality  before  buying 
or  renting  the  units  that  have  filtered  down  to  their  price 
level.     If,  however,  housing  scarcity  is  so  great  that  low  and 
moderate  income  households  must  seek  shelter  at  the  price  they 
can  afford,  whether  or  not  the  units  are  properly  maintained, 
then  quality  will  tend  to  deteriorate  through  investor  disin- 
vestment as  the  price  of,  units  drop.     Housing  shortage  in  San 
Francisco  will  make  it  increasingly  difficult  for  low  and 
moderate  income  households  to  have  enough  choice  to  be  able  to 
bargain  for  quality.     We  have  already  seen  examples  of  some 
tenants  living  in  units  that  are  well  below  desirable  or  even 
legally  acceptable  .  standards  because  they  simply  had  no  other 
housing  choice  at  their  income.     Increasing  scarcity,   that  our 
study  indicates  is  certainly  not  being  helped  by  the  proposed 
new  zoning  regulations,  will,  unless  offset  by  other  factors, 
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tend  to  encourage  quality  or  housing  condition  deterioration 
for  those  segments  of  the  housing  stock  that  serve  low  and 
moderate  income  households. 

To  make  matters  worse,   for  those  seeking  shelter  in  the  lower 
end  of  the  housing  price  spectrum,  some  upward  filtration  seems 
to  be  taking  place  in  San  Francisco.     This  is  desirable  when 
viewed  strictly  from  the  perspective  of  housing  quality.  That 
is,   some  previously  moderate  income  housing  is  being  purchased 
and  rented  by  those  who  can  afford  to  pay  more  for  the  unit 
than  can  moderate  and  low  income  households.     In  many  cases, 
these  units  are  then  rehabilitated  or  at  least  repaired  and 
painted  as  they  serve  a  higher  income  segment  of  the  population. 
This  type  of  neighborhood  instability  works  to  improve  the 
desirability  as  well  as  physical  condition  of  a  neighborhood 
over  time.     It  also  tends  to  change  the  social  make-up  of  a 
neighborhood. 

Question  9  is  another  corollary  to  the  second  of  the  originally 
posed  questions.     It  asks:     "What  type  of  ownership  patterns 
would  be  encouraged  under  the  pre-existing  and  proposed  new 
zoning  regulations?"     Is  there  to  be  a  change  in  the  ratio  of 
condominiums  to  rental  units  constructed  under  the  proposed 
new  zoning?"     the  indications  we  have  received  from  our  work  to 
date  on  this  subject  have  come  mostly  from  our  interviews  with 
realtors  and  builders  wherein  we  have  attempted  to  get  price 
and  rental  information.     In  many  cases  we  have  found  that  the 
prices  being  paid  for  existing  single-f amily ,   two-unit  and 
three-  and  four-unit  structures  in  some  of  San  Francisco's 
neighborhoods  cannot  be  economically  justified  by  the  rents 
currently  being  charged  for  those  units.     To  some  degree,  of 
course,  high  prices  are  the  result  of  buyers  expecting  rents 
to  rise  in  the  future  as  housing  becomes  relatively  more 
scarce.     But,  an  even  more  significant  reason  for  the  apparently 
irrational  high  price  is  the  premium  that  many  place  on  the 
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ownership  of  their  own  unit  in  San  Francisco.     Not  only  do 
buyers  pay  a  premium  over  the  capitalized  value  of  obtainable 
rents  when  purchasing  single-family  houses,   but  they  also  pay 
a  premium  to  be  able  to  own  structures  with  two,   three  or  four 
units  in  them,  one  of  which  they  occupy.     One  reason  for  this 
is,  of  course,  the  fact  that  our  tax  laws  are  written  to  pro- 
vide the  owner  of  his  own  housing  unit  with  significant  advan- 
tages.    Still  another  is  the  previously  mentioned  expectation 
that  inflation  and  other  factors  will  cause  future  housing 
prices  to  rise. 

We  have  seen  that  the  gross  rent  multiplier  of  housing  in  San 
Francisco    (that  is,  the  relationship  between  rent  and  purchase 
price)  goes  down  as  the  number  of  units  in  a  structure  grows 
larger.     In  some  neighborhoods,  knowledgeable  real  estate  experts 
have  given  us  examples  of  two-  and  three-unit  structures  selling 
for  eleven,   twelve  and  even  thirteen  times  the  gross  rental  that 
is  currently  being  charged  for  the  units  within  these  structures. 
On  the  other  hand,   interviews  that  we  conducted  during  the  course 
of  the  study  being  reported  on  here  indicated  that,  very  frequently, 
large  twelve-unit  apartment  houses  did  not  sell  for  more  than 
between  8.5  and  9.5  times  their  gross  rental.     Simply  put,  the 
evidence  suggests  that  you  can  get  more  per  square  foot  of  unit 
by  selling  to  someone  who  is  going  to  live  in  the  unit  than  by 
selling  the  unit  to  someone  who  is  not  going  to  live  in  the 
structure,  but  merely  wants  to  own  the  property  as  an  investment. 
This  being  the  case,  we  can  expect  to  see  a  continued  increase  in 
the  construction  of  condominium  and  other  owner-occupied  units 
relative  to  the  construction  of  rental  units.     This  is  likely 
to  be  the  case  under  pre-existing  as  well  as  new  zoning.  How- 
ever, since  the  new  zoning  tends  to  shrink  the  number  of  high 
density  units  that  can  be  built,   its  impact  on  rental  units  is 
conceived  as  perhaps  slightly  more  adverse  than  the  pre-existing 
zoning,  though  we  do  not  feel  that  much  difference  can  be 
attributed  to  each  zoning  regulation  with  regard  to  this  issue. 
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C.      IMPACT  UPON  LAND  VALUES  OF 
PROPERTY  TAXES 

The  third  question  that  our  study  attempted  to  answer  was  "What 
is  the  impact  of  the  porposed  new  zoning  regulations  on  land 
values  and  property  taxes?".     The  value  of  every  property  in 
San  Francisco  can  be  estimated  from  two  perspectives.  Each 
property  has  a  value  based  on  its  present  use.     In  a  simple 
case,  this  value  is  the  market  price  or  capitalized  rental 
value  that  would  be  paid  by  someone  who  wishes  to  use  the 
property  as  it  is  being  used  at  the  present  time.     For  a  single- 
family  house  this  is  simply  the  price  that  the  house  can  be  ex- 
pected to  bear  if  it  is  offered  for  sale  on  the  market.  When 
viewed  from  this  perspective,  the  question  of  how  much  the  property 
value  is  to  be  assigned  to  the  land  and  structure  is  fairly 
academic,  though  one  could  say  that  the  price  of  the  land 
would  be  equal  to  the  amount  that  one  would  obtain  by  estimat- 
ing the  value  of  the  structure  if  it  were  portable  within  the 
same  neighborhood,  subtracting  that  amount  from  the  total  value 
of  the  property. 

A  second  perspective  on  value  is  one  that  stems  from  the 

opportunity  of  using  any  property  for  another  use.     In  this 

case,   the  value  of  any  property  is  the  price  that  would  be 

paid  by  an  investor  planning  to  utilize  that  property  as  a 

site  for  its  "highest  and  best  real-estate  use".     Thus,  if 

the  previously  discussed  single-family  house  could  be  used  as 

a  site  for  a  type  27  high-density  apartment  house  in  one 

of  the  neighborhoods  of  Russian  Hill,  then  the  single-family 

house  would  be  worth  $494,100  when  viewed  from  this  second 

perspective.     Assessors  tend  to  take  the  second  or  highest  and 

best  use  perspective  when  they  appraise  a  property  for  tax  purposes 

Thus,  the  value  of  many  San  Francisco  units,   in  zones  that 
would  permit  an  increased  intensification  of  density,  are 
assessed  at  land  values  that  consider  the  potential  of  the 
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property  for  such  a  reuse.     Since  the  proposed  new  zoning  ordi- 
nance decreases  the . number  of  existing  structures  that  can 
legally  be  converted  to  feasible  high  density  use,   it  tends  to 
work  to  reduce  the  value  of  some  structures.     Also,  of  course, 
since  the  total  amount  of  new  construction  is  likely  to  be 
less  in  future  years  under  the  proposed  new  zoning  regulations 
than  it  would  be  under  the  previous  zoning,  the  number  of 
apartments  and  flats  likely  to  be  added  to  the  city's  tax  rolls 
will  be  less  under  the  proposed  new  zoning  regulations  than  it 
would  be  under  the  pre-existing  ones.     In  1975,  apartments  and 
flats  in  San  Francisco  had  a  value  of  797,963,437  or  approxi- 
mately 29.3%  of  the  city's  assessment  base.  Single-family 
dwellings  had  a  value  of  791,152,612  or  approximately  2  9.0%  of 
the  city's  assessment  base.     The  use  value  of  single-family  houses 
is  likely  to  rise  under  the  proposed  new  zoning,  more  quickly 
than  it  would  under  the  pre-existing  zoning.     This  is  because 
the  incentive  to  hold  single-family  houses  for  conversion  to 
higher  density  units  will  be  diminished  as  the  proposed  zoning 
decreases  the  opportunities  for  such  conversion.     Thus,  some 
single-family  houses  will,  be  well  maintained  and  rehabilitated 
where  they  might  otherwise  have  been  allowed  to  run  down  because 
their  owners  expected  them  to  be  sold  as  a  site  for  higher  den- 
sity use.     Furthermore,  the  encouragement  of  housing  rent  and 
price  increases  being  slightly  greater  under  the  proposed  new 
zoning,  will  also  work  to  increase  the  tax  base. 

We  will  have  to  continue  the  analysis  conducted  to  date  through- 
out all  of  San  Francisco's  neighborhoods  to  be  able  to  make  a 
very  accurate  estimate  of  the  net  effect  that  could  be  expected 
from  the  counteracting  forces  described  above.     However,   it  is 
likely  that  the  overall  effect  of  the  proposed  new  regulations, 
if  taken  by  themselves,  will  be  to  result  in  more  slowly  in- 
creasing assessment  value  for  the  housing  sector  of  the  city's  tax 
base  than  would  have  been  the  case  in  the  pre-existing  zoning. 
Furthermore,   it  is  quite  clear  that  land  values,  by  themselves, 
will  tend  to  be  lower  under  the  proposed  new  zoning. 
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APPENDIX  A 


LIST  OF  QUESTIONS  LIKELY  TO  BE  ASKED  BY 
REPRESENTATIVES  OF  PUBLIC  AND  PRIVATE  CITIZENS'  GROUPS 
CONCERNING  THE  ECONOMIC   IMPACTS  OF 
THE  REVISED  ZONING  REGULATIONS 


A.  IMPACTS   THAT  ARE  ANALYZED  IN  PART   IV     OF  THIS  REPORT 

1.  What  is  the  impact  of  the  new  residential  zoning  regu- 
lations on  the  ability  to  produce  new  housing  in  San 
Francisco,  particularly  for  disadvantaged  households? 

2.  What  is  the  impact  of  proposed  new  zoning  regulations 
on  rental  and  other  housing  costs  for  both  existing 
and  new  housing? 

3.  What  is  the  impact  of  the  proposed  new  zoning  regulations 
on  land  values  and  property  taxes? 

B.  COROLLARY  QUESTIONS  THAT  ARE  ANSWERED  IN  PART   IV  OF 
■THIS  REPORT 

4.  What  types  of  units  will  be  built  under  the  pre-existing 
and  proposed  new  zoning?     This  includes  the  number  of 
units  per-structure  as  well  as  the  number  of  bedrooms 
per-unit. 

5.  What  type  of  units  that  are  already  built  will  be 
removed  or  rehabilitated  under  the  pre-existing  and 
proposed  new  zoning? 

6.  What  is  the  approximate  scale  of  additions  to  the  city's 
housing  stock  likely  to  be  made  over  the  next  two  decades 
under  the  pre-existing  and  proposed  new  zoning? 


7.  What  is  the  feasibility  of  building  moderate-income 
housing  units  under  the  pre-existing  and  proposed  new 
zoning? 

8.  How  does  the  construction  of  new  housing  under  both  the 
pre-existing  and  proposed  new  zoning  regulations  affect 
housing  rent  and  value  levels  of  existing  units?  How 
does  that  vary  according  to  the  type  of  units  constructed? 

9.  What  types  of  ownership  patterns  would  be  encouraged 
under  the  pre-existing  and  proposed  new  zoning  regulations? 
Is  there  to  be  a  change  in  the  ratio  of  condominiums  to 
rental  units  constructed  under  the  proposed  new  zoning? 
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APPENDIX  B 
NINETEEN  TYPES  OF  HOUSING  STRUCTURES 


10.     What  is  the  net  effect  of  the  changes  in  zoning  regula- 
tions upon  land  values  and  property  taxes? 

C.      QUESTIONS  THAT  ARE  NOT  ANSWERED   IN  THIS  REPORT 

11.  What  types  of  demands  are  served  under  the  pre-existing 
zoning  controls  and  how  will  they  be  impacted  by  the 
proposed  new  zoning  regulations? 

12.  Will  the  zoning  changes  have  an  effect  on  the  quality 
of  San  Francisco's  housing  stock?     If  so,  what  type  of 
units  and  neighborhoods  are  likely  to  be  affected? 

13.  Will  the  zoning  changes  have  an  effect  on  neighborhood 
stability? 

14.  what  type  of  neighborhoods  are  most  likely  to  accept 
design  controls  in  lieu  of  an  increase  in  housing 
density? 

15.  What  housing  programs  or  policies  would  help  to  miti- 
gate any  undesirable  results  of  the  proposed  new  zoning 
regulations? 

16.  How  could  the  proposed  new  zoning  regulations  be  changed 
to  help  mitigate  any  undesirable  results? 
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APPENDIX  C 
REALTOR  AND  BUILDER  INTERVIEW  SCHEDULES 


REALTOR  INTERVIEW  SCHEDULE 


NAME 


COMPANY  NAME 


DATE 


COMPANY  ADDRESS 
DISTRICT (s) 


SUBMARKET 


TIME 


PHONE 


CENSUS  TRACT (s) 


PRE -MAY  2  0  ZONING  IN  AREA 


POST-MAY  2  0  ZONING  IN  AREA 


I.     Type,  Amount,  Value  of  Existing  Uses 

 Type   Amount  Rent/Unit 


Sales  Price 


Single  Row 
Single  Detached 

2  Units 

3  Units 

4  Units 
5-9  Units 
10+  Units 
Vacant 


(By  Zoning  Designation:) 


II.     Gross  Rent  Multiplier 


III.     New  Construction  Values 

1 

Type              Prototype               Description               Rent/Month    Sales  Price 

nUlLipilcL 

i  I 
Single-Family            1              1-story,  1200  sq.  ft. 

2              2-story,  1750  sq.  ft. 

1 

'  1 

4             1-story,  1250  sq.  ft. 

6              2-story,  2100  sq.  ft. 

7              2-story,  1900  sq.  ft. 

Pwo  Unit                   10              2  3BR  flats,  1200  s.f. 

11              2  3 BR  flats,  1400  s.f. 

12             2  3BR  townhouses 

1400  s.f.  1 

14              2  3BR  railroad,  1400  sf 

1  1 

rwo  +  One 

Units                    15             tandem  units, 

3-3BR,  1500.  sq.  ft. 

3-2BR,  1200  sq.  ft. 

16              2-3BR,  1400  sq.  ft. 

studio,  s.f.  varies 

17              2-3BR,  1400  sq.   ft.  1 
1-2BR,  900  sq.  ft. 

1 

I 
1 

i 

rhree  Units             19             1-3BR,  1400  sq.  ft. 

1-2BR,  900  sq.  ft. 
1-1BR,  750  sq.  ft. 

1 

20              3-3BR,  1200  sq.  ft. 

i 

22              2-3BR,  1450  sq.  ft. 

studio,  500  sq.  ft. 

i 

i 
i 

24              2-3BR,  1400  sq.  ft. 

1-2BR,  1100  sq.  ft. 

i 

rhree  +  One             25             3           l40Q  ft> 

Units                                    ,    , .           _  . 

studio,  s.f.  varies 

! 

! 

rhree  +  Two             „_             ,   „  ' 

__  •.,                         26              1-3BR,   1400  sq.  ft. 

2-2BR,   900  sq.  ft. 

2-1BR,   750  sq.  ft. 

! 
j 

Four  +  Units            27              9-2BR,  750  sq.  ft. 

3-1BR,   600  sq.  ft. 

! 

C-2 


IV.  Most  Likely  to  be  Built  in  Area 

Prototypes  1-7   

Prototypes  1-14   

Prototypes  1-15   

Prototypes  1-24   ■ 

Prototypes  1-25   

Prototypes  1-26   

Prototypes  1-27   

V.  Additional  Information 
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